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KEY ECONOMIC INDICATORS 
(Money Values in $US Millions Except as Noted) 


PERCENT 


CHANGE (1) 
INCOME, PRODUCTION AND EMPLOYMENT 1984 1985 1984-1985 


Gross Domestic Product (Current prices, 

factor cost) 65,975 49,196 
Gross Domestic Product (1980 prices, factor cost) 41,756 27,490 
Gross National Product (Current prices) 68,733 51,036 
Gross National Product (1980 prices) 40,409 26,848 
Gross Fixed Domestic Investment (Current prices) 16,904 12,741 
Government Consumption (Current prices) 12,313 9,302 
Private Consumption (Current prices) 39,053 29,206 
Population Est. (000's) 32,500 32,600 
Per Capita GNP (Current prices) 2,115 1,566 
Manufacturing Index (1980 = 100) (3) (2) 156.1 179.9 
Mining Index (1980 = 100) (3) (2) 100.8 101.7 
Non-Agricultural Employment Index (1980 = 100) 104.4 103.7 


PRICES 
Consumer Price Index (1980 = 100) (5) 165.7 192.6 ‘ 
Production Prices Index (1980 = 100) (5) 155.0 181.2 16. 
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- BALANCE OF PAYMENTS AND TRADE 
Export Excluding Gold, FOB 8,603 8,985 57. 
Gold. Exports 7,916 6,939 dae 
‘Exports to the U.S. (6) 2,488 2,179 -12. 
Imports (FOB) 14,471 = 10,119 3. 
Imports from the U.S. (6) 2,265 1,205 -46. 


Trade Balance 2,049 5,805 327. 
Current Accounts Balance -955 3,192 N/A 


Basic Balance 781 3,148 N/A 
Gold and Foreign Exchange Holdings at the 

Reserve Bank (7) 2,974 1,996 1.4 
U.S. Direct Investment (Book Value) (8) (6) 2,300 1,800 (9) -21.7 


PUBLIC FINANCE 

Treasury Receipts (CY, except borrowing) 15,098 12,580 
Treasury Expenditures (CY, except debt redemption) 18,102 14,473 
Government Budget (Deficit before financing) 3,004 1,872 
External Public Debt (4) 2,559 2,176 


Notes on Exchange Rates and Data Sources: Rand values have been converted 
into dollars at average exchange rates (1984 - R1.00 = $US 0.68; 1985 - R1.00 
= $US 0.45), except for “end of period" data. Primary statistical sources are 
the South African Reserve Bank and the Central Statistical Services. Data for 
Namibia and the “independent homelands" are included in South African 


statistics. Data are subject to revision and therefore may not appear as 
previously reported. 


Note to Table: (1) percentage changes are calculated on rand data to eliminate 
the effects of exchange rate changes; (2) annual average; (3) physical volume; 
(4) end of period; (5) average for year; (6) U.S. data; (7) gold reserves are 


valued at 90% of recent average London gold fixings; (8) first six months; (9) 
beginning of period. 
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SUMMARY 


The downturn which the South African economy has experienced since mid-1984, 
appeared to have ended in the last half of 1985. However, the modest 
turnaround faded in first quarter 1986 when real growth declined by 1.5 
percent. This weakness impacted most areas of the economy particularly, 
consumer demand, industrial output and construction. Even the continued 
bright spots -- exports and agriculture -- failed to fulfill all of their 
earlier promise. Against last year's decline in gross domestic product of 
nearly 1 percent, the government has set a 1986 target growth rate of 3 
percent. Monetary policy was eased in May 1985, resulting in a decline in 
prime rate from of 25 percent to 14.5 percent by May 1986. Fiscal policy 
was loosened in the final quarter 1985 with additional stimulus provided in 
the March 1986 budget. These, measures had not produced results by mid-1986 
when the government announced a new R1.5 million stimulus package. 


Even with added push, achieving the 3 percent target will be difficult, if 
not impossible, in a climate of unrest, uncertainty and low confidence. 
Exports, agriculture and some inventory re-building will still lead the 
revived recovery but government spending will have to play a larger role. 
Consumer spending should remain weak due to declining real income, poor 
balance sheets, and low confidence. Similarly, low business confidence will 
prompt a decline in fixed investment for the fifth consecutive year. The 
rand will continue to be largely politically impacted, remaining volatile 
and hence cannot be expected to strengthen. Capital outflows, though 
reduced to manageable proportions by exchange controls, will persist. These 
outflows and the need to repay debt will set limits on growth and the 
ability to reduce high unemployment among blacks. 


Sales of U.S. products to South Africa fell by 50 percent from nearly $2.2 
billion in 1983 and 1984 to about $1.2 billion in 1985. Factors making for 
this sharp decrease include a prolonged recession in the South African 
economy, a 10 percent surcharge on imports and a weak rand. Nevertheless, 
advanced American technology is still highly sought after, with computer 
hardware, software, equipment and services the foremost products. U.S. 
regulations ban computer sales to apartheid-enforcing agencies, however, and 
a strong U.S. anti-apartheid movement complicates doing business in South 
Africa generally. No U.S. goods or technology may be sold to the South 
African military and police, with the sole exceptions being anti-hijacking 
equipment and medical supplies. 


In the short to medium term, the South African market wants to protect 
itself from the effects of further sanctions by diversifying sources. In 
the long term, the sanctions threat is increasing South Africa's 
determination to become self-supporting where possible, and is heightening 


the desire of local manufacturing companies to enter technically advanced 
fields. 


Despite a relatively poor outlook for the growth of U.S. manufactured 
exports in the short-term, there are some bright prospects for American 
exporters. This is particularly true among black consumers, who are in many 
cases first-time purchasers of durable goods and luxury consumables, such as 
toiletries, cosmetics and quality clothing. 
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DOMESTIC PRODUCTION AND EXPENDITURE 


Weak Recovery Stalls in First Quarter 1986: The economic recovery which 
began in the third quarter 1985, following four straight quarters of 
declining growth, faltered in 1986. Although real gross domestic product 
(RGDP) decreased by one percent for 1985 as a whole, the economy expanded by 
just under one percent in the third and fourth quarters. Growth declined, 
however, in first quarter 1986 by 1.5 percent. This weakness affected most 
areas of domestic activity including consumer demand, building activity and 
industrial production. Estimates of agricultural output were also scaled 
down and the trade surplus while healthy was less than earlier anticipated. 


Real domestic expenditure rose by 0.1 percent in third quarter 1985, but 
fell by 0.2 percent in the fourth quarter due to decreases in inventories 
(7.3 percent) and government spending (4.3 percent). Fourth quarter 
consumer spending rose by 0.6 percent due to a sharp rise in auto purchases 
accelerated to beat expected price rises. However, the bottom fell out of 
this market in 1986. April 1986, car sales data show volume running at an 


annual rate of 162,000. This rate is roughly half of the peak level reached 
in mid-1984. 


For 1985, as a whole, rises in domestic output were confined to the primary 
sectors. With some relief from drought, real agricultural output rose by 15 
percent as compared with a 13.5 percent rise in 1984 and a 27 decrease in 
1983. Real output in mining increased by 0.5 percent as compared with 
increases of 2.5 percent in 1984. Real output in the combined non-primary 


sectors declined by 2 percent compared with a 5 percent rise in 1984. All 
major sectors shared in the decrease, but the fall was sharpest in 
manufacturing (down 5.5 percent), in commerce (down 5 percent) and in 
construction (down 4.4 percent). The declines in manufacturing and 
construction continued into the first quarter 1986. 


MONEY AND PRICES 


The rise in South Africa's consumer price index averaged 16.2 percent in 
1985. Toward year-end, price rises were at an historic pace due to sharp 
depreciation in the rand, a 10 percent import surcharge and a host of 
administered price increases in widely consumed items. Sharp consumer price 
increases persisted in 1986, peaking at 20.7 percent before moderating 
somewhat to 18.6 percent in April. The moderation in inflation was helped 
by lower oil prices, a flat economy and some improvement in the rand. 


Monetary growth in 1985 decelerated markedly. The growth rate in M3, the 
most broadly based measure of the money supply, slowed from a peak of 24.7 
percent on November 18, 1984, to 12.1 percent in March 1986, a pace well 
below the rate of inflation. 
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The South African Government's current moderately expansionary monetary and 
fiscal policy is designed to achieve a 3 percent real rate of growth. With 
continued rising unemployment and weak demand, the easing trend, which the 
Reserve Bank initiated in May 1985, has been continued in 1986. From a peak 
of 25 percent in May 1985, the prime rate has decreased sharply and stood at 
14.5 percent at the end of May. In spite of a now negative real rate of 
interest and some lengthening in credit terms, private sector demand for 


credit remains slack due to lower real incomes and over-extended balance 
sheets. 


AGRICULTURE 


South Africa's summer grain farmers enjoyed more normal rainfall for the 
1985/86 season and a 7.8 million ton corn crop (approximately equal to the 
1985 crop) is now being harvested. The Maize Year (MY) 1986/87 export 
program has started and about 2.1 million tons of corn are available for 
export compared to the little more than 400,000 tons exported during MY 
May/April 1985/86. Potential export earnings exceed $290 million for MY 
1986/87. Both the domestic consumer price and the producer price of corn 
were increased from May 1, 1986, by amounts ranging from 5 to 14 percent. 
In addition, a monthly storage increment of $2.30/ton will be added from 
June 1, 1986. This price rise will impact both farmers and ultimately 
consumers. Although some areas in the country still suffer from drought, 
the main problem facing the industry is the tremendous debt burden accrued 
by farmers over the past 3 years of drought. Total farm debt is currently 
estimated at $5.3 billion with little chance of being repaid over the short 
term at normal interest rates. 


MINING 


Due to an increased demand for certain minerals and rand depreciation, the 
South African mining sector continued to grow at a satisfactory rate in 
1985, contributing 63.5 percent to the country's total exports. Total 
mineral sales, excluding steel, amounted to $12 billion in 1985 compared to 
$9 billion in the previous year, with 87 percent earned by exports. Gold 
sales, which made up for 68 percent of South Africa's mineral exports, 
increased in rand value by 32 percent to $7 billion in spite of a slightly 
lower volume of gold produced as a result of mining of lower grade ore. A 
total of 669,480 kilograms of gold was produced in 1985 compared to 679,952 
in 1984. Overseas sales of coal, South Africa's second most important 
mineral export, increased in value by 83 percent to $1.4 billion and 
contributed 14 percent of the country's total mineral exports. In 1985, 
44.3 million metric tons of coal were exported compared to 38.2 million 
metric tons the previous year. Other important mineral exports in 1985 
included platinum group metals, ferroalloys, diamonds, copper and chrome ore. 
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EMPLOYMENT 


Situation Bleak, Despite Some Signs of Improvement: The estimated 
population of South Africa, including the four "independent" homelands, was 
about 32.6 million in mid-1985. Black Africans represented about 74 percent 
of both the total population and the total employed labor force of roughly 
12 million people. Most economically active Blacks and virtually all of the 
employed of the other three population groups work in the country's 
sophisticated modern sector. The remaining Black population largely depend 
on subsistence farming (stunted by persistent drought) and remittances from 
those employed in the modern sector, still experiencing recession. Despite 
the recession and the cyclical and structural high unemployment, South 
Africa suffers from a chronic shortage of skilled labor. This shortage is 
aggravated in the private sector by the employment of over one-third of 
White workers by the government. Moreover, during the past year, a 
significant number of professionals, particularly computer scientists and 
engineers have emigrated.. 


Coexisting with a perennial dearth of skilled labor is severe unemployment 
in the (mostly Black) unskilled labor force. In recent years, heightened 
private and public efforts to improve Black education and training, as well 
as the removal of some legal impediments to Black geographic and vertical 
mobility, have been noteworthy. In particular, the modification of influx 
control, enacted in April 1986, could greatly improve Black worker mobility 
and thereby help to alleviate unemployment. During 1985, the government 
spent about $300 million for programs which provided training or temporary 
jobs for about 150,000 people by the end of 1985. 


Nevertheless, such programs remain inadequate. Official data placed Black 
unemployment at 8.6 percent in January 1986. Actual under- or unemployment 
among Blacks, however, is probably close to 25 percent or more. Even the 
official statistics on registered job seekers indicated an overall increase 
of 45 percent (from 110,000 to 160,000) between February 1985 and February 
1986. Registered unemployment among Blacks increased 63 percent (from about 
25.3 thousand to 41.5 thousand) between December 1984 and December 1985. 
Total registered unemployment was 137,000 in March 1986. 


Black trade unions were accorded full legal status in 1979 and have grown 
tremendously since then, although recessionary conditions in 1985-86 did 
lead to a drop in membership in many unions. According to government 
figures, close to 1.3 million workers (or about 11.0 percent of the labor 
force) were trade union members at the end of 1985. If unregistered Black 
unions are also included, it is estimated that at least half of all trade 
union members are Black. Emerging Black unions initially preferred to 
negotiate with management at the factory and company level, where they enjoy 
relatively greater strength. During the last 3 years, however, Black unions 
have increasingly decided to register and to participate in the 
government-sanctioned system of regional and national Industrial Councils. 
At the same time, Black unions have demonstrated a growing willingness to 


use the strike weapon -- primarily in connection with disputes related to 
wages and dismissals. 





Strike action has increased steadily since 1983 -- a trend which suggests 
that the growing self-confidence of trade unions has more than offset any 
dampening effect of recession. In terms of working days lost, strikes 
increased 204 percent in 1984 and 79 percent (to a total of about 678,000 
working days) in 1985. This upward trend continued into 1986, which 
promises to be the most strike-prone year in South African history. 
Researchers calculated that nearly 500,000 working days were lost to strike 
action in the first quarter 1986, with much of the increase occurring in the 
mining industry. 


GOVERNMENT FINANCE 


The South African Government's fiscal year runs from April 1 to March 31. 
The 1986/87 budget calls for a spending increase of 13.9 percent to R37.6 
billion ($18.1 billion at mid-March exchange rates) and revenues of R33.6 
($16.2) billion (up by 13.1 percent) for a deficit of R3.9 ($1.9) billion or 
2.7 percent of anticipated GDP. The budget provided for some modest tax 
relief, a 10 percent rise in civil servants’ pay and modest increases in 
spending to assist disadvantaged groups such as the unemployed and Blacks 
(housing and infrastructure). However, moderating inflation and preserving 
the current account surplus remained high priority goals and inhibit the 
amount of stimulus the government feels it can afford given the South 
Africa's debt problems. 


BALANCE OF PAYMENTS 


South Africa has enjoyed a healthy current account surplus since fourth 
quarter 1984. The current account surplus in 1985 was $3.2 billion compared 
with a deficit of about $950 million for 1984. Exports, benefiting from 
upswings in the major western economies and rand depreciation, increased by 
22 percent in volume and 29 percent in value to $16.2 billion. Imports 
restrained by depressed domestic demand and the softer rand totaled $10.3 
billion, a 6 percent rise in value, but a 16 percent fall in volume. 


However, the benefits of the strong current account surplus were more than 
offset by a large net capital outflow of $4.7 billion, over 75.0 percent of 
which took place in second half 1985. The sharp increase in outflows was 
primarily due to a loss of confidence in South Africa's ability to deal with 
chronic unrest. Rising unrest had resulted in the declaration of a state of 
emergency in July 1985 which prompted foreign banks to withdraw their credit 
facilities to South Africa. To deal with capital outflows and the loss of 
access to new loans, South Africa declared a partial standstill on debt 
payments and reimposed certain foreign exchange restrictions. The debt 
standstill extended from September 1, 1985 to March 31, 1986, when an 
agreement between South Africa and its major creditor banks came into 
effect. This agreement called for South Africa to pay off 5 percent of debt 
outstandings caught in the standstill net on April 15, while creditor banks 
agreed to maintain 95 percent of their exposure in South Africa at least 
until June 30, 1987. Further accommodation at that time will depend on the 
outcome of the periodic talks between South Africa and its creditors. 
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From an August low of below U.S. 35 cents, the rand traded at just under 
U.S. 50 cents toward the end of April, thereafter losing strength amid 
declining confidence in the stalled economy and general concern for the 
Reserve Bank's ability to defend the rand at current levels while meeting 
debt payments. The cross border raids into neighboring countries in May 
further added to the pressure on the rand. The possibility of increased 
strike activity at the mines and unrest generally continued this pressure 
into June. In early June, the rand traded at U.S. 42 cents. 


OUTLOOK 


The official South African forecast calls for an increase in real GDP of 3 
percent for 1986, a rise in gross domestic expenditure of about 4 percent 
(due to an increase in both consumer and government spending and some 
rebuilding of inventories) and a surplus on the current account in the 
vicinity of $2 billion. The amount of expansion planned for is modest by 
South Africa's needs but would to permit some increase in economic activity 
and employment without risking a revival of excess demand-induced 
inflation. This conservative approach to fiscal and monetary policy also 
underpins South Africa's strategy for managing its debt problem. 


At the beginning of 1986, the 3 percent growth rate looked conservative. 
With the reversal of economic growth in the first quarter, this forecast, at 
mid-year, seems problematic. However, 3 percent is also a growth target. 
Seeking to meet it and to avoid further deterioration in growth and 
unemployment, the Government announced on June 17, a new $600 million 
stimulus package. 


Even with increased stimulus, the achievement of the 3 percent target 
remains difficult since the major stimulus will come from spending on black 
housing which will impact the economy only with a delay. The export sector, 
agriculture and some rebuilding of inventory will continue to form the basis 
of recovery. Government spending, however, will now play a greater role and 
consumer spending will improve only very slowly because of continued erosion 
in real incomes, already strained consumer balance sheets and low 
confidence. Uncertainty and unrest will also continue to inhibit domestic 
investment which has declined in real terms for the last 4 years and is now 
proceeding at a pace less than that required for renewal of existing capital 
stock. Thus, growth is likely to fall short of the three percent target. 


The current account surplus should fall in the $2 billion estimated range or 
do somewhat better. However, repayment of deot outside the standstill 
arrangement and some continued capital flight will not leave a meaningful 
amount to assist growth. In the current international atmosphere, more in 
the way of sanctions, seems likely. These tend to raise transaction costs 
and limit South Africa's ability to exploit opportunities created by the 
cheaper rand to expand new markets for exports. 
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Debt payments outside the standstill net total about $10 billion, of which 
about $3 billion is believed to fall due in 1986. Most of this is expected 
to be rolled over. However, the continuing adverse social/political climate 
create uncertainty about these rollovers. These uncertainties will continue 
to inject a significant measure of nervousness into the rand market. At 
this point, given current market expectations, the rand seems bounded in a 
wide trading range of from U.S. 50 cents to somewhere under U.S. 35 cents. 
On bad news, such as the withdrawal of foreign credits or the cross border 
incursions, the rand heads for the lower range and when the government seems 
to have the situation under firmer control it heads for the upper range. 
Thus, the rand seems unlikely to be stronger than the U.S. 45 cents average 
for 1985. With continued rand volatility, the outlook for a significant 
fall in inflation (although still in the double digits) seems compromised. 
Rand depreciation was a major factor in the brisk pace of inflation which 
South Africa experienced in the latter half of 1985. This source of 
inflation seemed largely spent in the first quarter, although food price 
increases remained a problem. However, the latest slide in the rand has 


been accompanied by rises in air fares and threatens to wipe out some of the 
recent decreases in oil prices. 


Growth prospects for 1987 and for the midterm are weak. Factors which 
currently have such a detrimental impact on growth will persist. These 
include double digit inflation rate, low business and consumer confidence, 
social and political unrest, and declining real fixed investment. Debt 
talks stemming from the standstill will be ongoing and while arrangements 
will probably be worked out for debt caught in the standstill net, 
significant new access to capital (in loans or investment) seem unlikely to 
come for many years, barring some dramatic progress by the government in 
addressing the sources of unrest. South African Government and private 
economists generally agree that a year-after-year growth rate of 5 percent 
is required to absorb new entrants (250,000-300,000 persons) into the job 
market and that this target cannot be achieved without overseas injections 
of capital. South Africa has not achieved five percent growth since 1980. 
Given the stable outlook for commodities prices, local unrest and South 


Africa's inability to attract new foreign capital, this growth pace seems 
ruled out in the 1980's. 


In spite of some clouds on the horizon, South Africa's mining industry is 
likely to remain bouyant in 1986, largely as a result of the increase in the 
dollar price of gold which has so far averaged 13.6 percent above the level 
reached in 1985 and the weak rand. Diamond sales are picking up 
significantly and demand is increasing for a number of so-called speciality 
metals used in ceramics and electronics. South Africa can expect to benefit 
from increased sales in silver, zirconium and fluorspar, as well as gold, 
used in these industries. Coal, however, is unlikely to fare as well in 
1986 as a result of the lower oil price and the possibility of trade 
sanctions and boycotts. Similar, prices of iron ore, copper, tin, lead and 
zinc are falling and demand for these commodities is unlikely to increase 
during 1986. While U.S. demand for platinum to be used in catalytic 
converters has probably peaked, there is still considerable potential in 
Japan and Europe. The only constraint on sales of platinum and platinum 
group metals in 1986 is therefore likely to be the ability of South African 
producers to increase supply, a factor which is already being reflected in 
the higher prices being obtained. 
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Overall, South Africa is likely to remain an important and highly 
competitive supplier of numerous commercial and strategic minerals and the 


prospects for continuing growth in the mining sector (except for the coal 
industry) are excellent. 


Due to the low value of the rand, export prospects in rand terms are 
promising for the agricultural sector. Export earnings for corn, sugar, 
fruit (deciduous, citrus and sub-tropical, fresh and processed), wool, 
mohair, edible peanuts, hides and skins, will be at a record or near record 
levels in rand terms. On the other hand, imports of at least 300,000 tons 
of wheat, a similar quantity of soybean meal, and significant quantities of 
plant oils, cotton and tobacco will be expensive. The relative advantage of 
the low value of the rand, however, is of a shortterm nature as it increases 
the cost of inputs when farmers already suffer from a cost/price squeeze. 


The slightly improved economic situation in 1986, coupled with the easing of 
restrictions on Black labor mobility, may produce some small, short-term 
improvement in South Africa's bleak unemployment picture. Nevertheless, a 
variety of factors -- including continued political uncertainty and unrest, 
high interest rates, and the growing specter of foreign disinvestment -- 
will interact to keep unemployment at disconcertingly high levels for the 
foreseeable future. For Black workers in particular, employment prospects 
will continue to decline in virtually all non-agricultural sectors of the 
economy except mining. This trend will be reinforced by the long-term 
movement toward more capital intensive production in manufacturing industry, 
which is in turn the result of a number of causes including foreign 
competition and trade union pressure for higher wages. The combination of 
spiraling inflation and labor union activism appears certain to make wage 
negotiations difficult. Consequently, strike activity will probably 
increase from its already high level as the year progresses. 


IMPLICATIONS FOR THE UNITED STATES 


Difficulties for U.S. Exports Mount; but Some Opportunity Remain: 

While market requirements in terms of product mix are fundamentally 
unchanged, South Africa's recession has reduced import demand, with South 
Africans purchasing only what is essential. The weakened rand has forced 
South African businessmen to shop more carefully on the basis of foreign 
exchange pricing. The drying up of trade credit sources following the South 
African international debt standstill has made the availability of 
suppliers’ credit vital to making a sale. 
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Apart from the economic domnturn, an additional influential, if depressing, 
factor on U.S. export sales is the threat of full-scale sanctions and the 
consequent perception of the U.S. as an unreliable partner. The impact of 
these converging elements is seen in the sharp decline in U.S. exports to 
South Africa over the past 18 months. U.S. shipments declined 47 percent 
during 1985 and a further 19.6 percent during the first half of 1986. The 
best sales prospects for U.S. bisiness are those dealing with the 
industrialized sectors of the South African economy: mining equipment, 
process control equipment, industrial and scientific instrumentation; and 
trasportation equipment. Advanced American technology is still highly 


sought after, with computer hardware, software, equipment and services the 
foremost products. 


Industry sources indicate that the total sales for computer companies are at 
the half-billion dollar level. The greatest proportion is still American. 
The Japanese computer firms have over the past decade opened local 
subsidiaries employing over 200 people and are increasingly successful 
suppliers to the market. For example, Barclays Bank recently bought a 
multi-million dollar Hitachi computer system, breaking its long tradition of 
being a “true blue" exclusively IBM customer. 


All U.S. computer sales must be in conformity with U.S. export control 
regulations that forbid such sales to the South Arican military, and all 
South African Government (national as well as local) entities which enforce 
apartheid. Delays in export licensing process have cost U.S. companies at 


least $20 to $40 million in lost sales opportunities and have been a major 
contributor to the decline in the U.S. share of the South African computer 
market from 43 percent to 30 percent. 


In addition to industrial sales opportunities, the increasing urbanization 
and the accompanying desire to save time in a more rapid pace of life by all 
sectors of the population willpresent a wide variety of franchising 
opportunities, fast food and do-it-yourself activities prominent among 

them. Franchising, with its support framework of product of product of 
service standards, management trainging and marketing formulas, is 
particularly interesting to small businessmen in the Black private sector. 
Auto parts and service, quick printing, hairdressing and beauty treatment, 
employment and staff training agencies, dry cleaning and industrial 
maintenance and catering are some attractive possibilities. The franchiser, 
however, must be prepared to finance or share the investment in most cases 
and to take a more active assistance role with his South African partner 
then he may be accustomed to in the United States. Special counseling from 
the Department of Commerce both in Washington and in the U.S. Foreign 
Commercial Service Johannesburg is available for firms seeking to joint 
venture with black partners in South Africa. 
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In the short to medium term, the South African market wants to protect 
itself from the effects of further sanctions by diversifying sources. For 
example, Barclays Bank recently bought a multi-million dollar Hitachi 
computer system, breaking its long tradition of being a "true blue" 
exclusively IBM customer. In the computer field, where South Africa has 
been very U.S.-oriented, Americans are Known to be losing to the Japanese, 
who have indicated their ability and willingness to supply most products. 
In the long term, the sanctions threat is increasing South Africa's 
determination to become self-supporting where possible, and is heightening 


the desire of local manufacturing companies to enter technically advanced 
fields. 


Despite the relatively poor outlook for the growth of U.S. manufactured 
exports in the short-term, there are some bright prospects for American 
exporters. This is particularly true among Black consumers, who are in many 
cases first-time purchasers or durable goods and luxury consumables, such as 
toiletries, cosmetics and quality clothing. 


Increasing urbanization and the accompanying desire to save time in a more 
rapid pace of life by all sectors of the population will present a wide 
variety of franchising opportunities, fast food and do-it-yourself 
activities prominent among them. Franchising, with its support framework of 
product or service standards, management training and marketing formulas, is 
particularly interesting to small businessmen in the Black private sector. 
Auto parts and service, quick printing, hairdressing and beauty treatment, 
employment and staff training agencies, dry cleaning and industrial 


maintenance and catering are some attractive possibilities. The franchiser, 
however, must be prepared to finance or share the investment in most cases. 








